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INTERIM CHARGES 

The Joint Committee on State Water Funding was tasked with the following: 

(1)  receive information on water infrastructure needs as identified in the state water plan; 

(2)  receive information on infrastructure cost and funding options to be used by local 

entities to meet the needs identified in the state water plan; 
(3)  receive analyses of the funding gap and recommendations on how to address those 

funding needs; 

(4) receive information on whether all water fees assessed are sufficient to support the 

required regulatory water-related state program functions and activities; and 

(5) identify viable, sustainable, dedicated revenues and fee sources, or increases to 

existing revenue and fees, to support state water programs and to provide for natural 

resources data collection and dissemination, financial assistance programs, and water 

resources planning, including funding to implement water management strategies in the 

state water plan. 

 

BACKGROUND 

THE STATE WATER PLAN 

Regional water plans, which are developed by 16 regional water planning groups, are 

submitted to the Texas Water Development Board (TWDB) every five years.  The 

TWDB, through evaluation of the submitted plans, develops the State Water Plan one 

year later.  The steps required to deve lop a regional water plan are provided in Appendix 

A. 
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The 2007 State Water Plan was adopted by TWDB on November 14, 2006.  Appendix B 

contains a summary of the 2007 State Water Plan.  The State Water Plan notes that the 

population in Texas will grow to 45.6 million by 2060, and water demand will increase to 

about 21.6 million acre-feet.  The 21.6 million acre-feet of estimated future demand will 

exceed current projected capacity and result in an estimated 2.7 million acre-feet of 

unmet needs.1  According to the 2007 State Water Plan, "if Texas does not implement the 

water plan, approximately 85 percent of the state's projected population will not have 

enough water by 2060 in drought conditions."2 

 

The TWDB projected potential negative impacts to the state if strategies included in the 

State Water Plan are not implemented.  Negative impacts include stifled growth resulting 

in decreases in regional income, state and local tax receipts, jobs, population, and school 

enrollment.3  According to the 2007 State Water Plan, "if Texas does not implement the 

water plan, water shortages during drought could cost businesses and workers in the state 

approximately $9.1 billion by 2010 and $98.4 billion by 2060."4  An analysis of possible 

impacts resulting from failure to implement the State Water Plan is included in Appendix 

C. 

 

PREVIOUS LEGISLATIVE EFFORTS TO FUND WATER PROJECTS 

Providing adequate funding for water infrastructure projects has been an ongoing struggle 

for the state.  Throughout the past decade, there have been numerous attempts to secure a 

dedicated source of revenue for water infrastructure projects.  In 1997, during the 75th 
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Legislative Session, State Representative Ron Lewis filed House Bill (H.B.) 1802 

relating to the development and management of the water resources of the state.  The bill 

proposed various changes, including authorizing the Texas Natural Resource 

Conservation Commission, the predecessor of the Texas Commission on Environmental 

Quality (TCEQ), to collect a fee from each public water supply system in the state.  

House Bill 1802 also provided for the establishment of an annual water rights fee, 

compensation to the basin of origin, and the establishment of a water facilities fund held 

in the state treasury.  Although H.B. 1802 failed to pass the 75th Legislature, efforts to 

find a source of funding continued in subsequent legislative sessions.5  The portions of 

H.B. 1802 relating to funding methods can be found in Appendix D.   

 

Senate Bill (S.B.) 2, authored by Senator J.E. "Buster" Brown, 77th Legislature, 2001, 

was an omnibus water bill that attempted to establish a revenue stream for water projects.  

Senate Bill 2 was the successor of Senator Brown's bill that established the regional water 

planning process, S.B. 1, 75th Legislature, 1997.  Several methods of revenue were 

contemplated in S.B. 2, including a water rights fee, a retail water customer fee, a 

wastewater fee, and a surcharge on bottled water assessed on the manufacturer.  Although 

the proposed fees were removed from the bill prior to passage, incentives for rainwater 

harvesting and small system sales tax exemptions were included in the final version of 

the legislation. 6  Excerpts from the filed version of the bill relating to fees can be found in 

Appendix E.  While a revenue stream was not secured through the passage of S.B. 2, the 

77th Legislature did establish the Rural Water Assistance Fund (RWAF) and the Water 
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Infrastructure Fund (WIF), both of which were intended to be supported by future 

appropriations.7   

 

The RWAF was designed to help small rural utilities obtain low cost financing for water 

and wastewater projects.  The TWDB, through RWAF, offers tax exempt, low interest 

rate loans with short and long-term financ ing options.  Eligible borrowers are defined as 

rural political subdivisions, including nonprofit water supply corporations, water districts 

or municipalities serving a population of up to 10,000 (or that otherwise qualify for 

federal financing), and counties in which no urban area has a population exceeding 

50,000.8  For more information about RWAF, see Appendix F. 

  

The WIF was designed to provide financial assistance for the planning, design and 

construction of projects included in the State Water Plan.  In order to receive financial 

assistance through WIF, the applicant must be a political subdivision of the state. 

Political subdivisions that are eligible for WIF assistance include municipalities, counties, 

river authorities, special law districts, water improvement districts, water control and 

improvement districts, irrigation districts, and groundwater districts.9  Additional 

information about WIF is available in Appendix G. 

  

In April of 2004, Senator Ken Armbrister, Chairman of the Senate Committee on Natural 

Resources, and Senator Robert Duncan, Chairman of the Senate Committee on State 

Affairs, wrote a letter to TWDB Executive Administrator Kevin Ward requesting a fiscal 

analysis of various potential funding sources for water projects.  On September 8, 2004, 
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the TWDB presented a report to the Senate Select Committee on Water Policy entitled 

Funding Analysis of the State Role in Financing Texas' Water Needs.  The report 

provided several recommendations, which are included in Appendix H.   

  

Senate Bill 3, 79th Legislature, 2005, authored by Senator Armbrister, contained 

legislative changes built upon the changes made by S.B. 1 in 1997 and S.B. 2 in 2001.  

The bill, as filed, contained a section related to financing water projects through a water 

conservation and development fee.  Senate Bill 3 also attempted to transfer WIF to a 

special fund outside the state treasury to be administered by TWDB.  Senate Bill 3 failed 

to pass the 79th Legislature.  Excerpts from S.B. 3 relating to fees can be found in 

Appendix I. 

  

FUNDING PROVIDED BY THE 80TH LEGISLATURE 

Title 31, Section 357.7(a)(14) of the Texas Administrative Code requires TWDB to 

administer an infrastructure finance survey.  The survey is intended to convey how 

regional water groups plan to finance projects, as well as quantify the amount of money 

that will be requested in state assistance.10  All municipal water providers that included a 

recommended water management strategy in the 2007 State Water Plan received a 

survey.  The response rate to the first survey sent out by TWDB was low due to a 

possible misinterpretation of the importance of a response.  A second survey was later 

distributed in an attempt to develop a more complete understanding of the need for state 

assistance.11  A copy of the TWDB survey is provided in Appendix J.    
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Data obtained from the 2006 infrastructure finance survey indicated that an estimated 

$2.4 billion in state assistance would be needed for water projects for years 2010 through 

2060.  The preliminary results of the 2007 TWDB survey reported that an estimated 

$17.1 billion in additiona l state assistance was needed for 2010 through 2060.  The 

difference between the 2006 and the 2007 surveys was $14.7 billion.  The TWDB is 

continuing efforts to increase the response rate to surveys in order to ensure that the need 

for financial assistance from the state is fully comprehended.  Additional information 

about the water infrastructure survey is included in Appendix K. 

 

Based on the need for state financial assistance that was established through the survey 

process, the TWDB submitted an exceptional item request to the 80th Legislature for 

implementation of water infrastructure projects included in the 2007 State Water Plan.  

The 80th Legislature approved an investment of $762 million for the 2008-2009 

biennium to fund State Water Plan projects.12  The $762 million is the first installment of 

the $2.4 billion in state assistance that will be invested over the next 11 years.  Local 

entities will provide the rest of the money to fund approximately $6 billion in water 

projects by 2020.13   

  

CREATION OF JOINT COMMITTEE ON STATE WATER FUNDING 

The appropriation made by the 80th Legislature for implementation of the State Water 

Plan was by far the single largest appropriation for water infrastructure in Texas history.  

However, the appropriation only addressed funding needs for projects through 2020 and 

did not establish a dedicated source of revenue to fund the remainder of the State Water 
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Plan.  Recognizing the need to secure additional funding for water projects, Senator Kip 

Averitt authored S.B. 3 during the 80th Legislature.  Article 5 of S.B. 3 established the 

Joint Committee on State Water Funding (Joint Committee) to continue studying this 

important issue.  The Joint Committee was co-chaired by the chairmen of the Texas 

Senate and House committees on Natural Resources.  The remaining membership 

consisted of three members of the Senate appointed by the Lieutenant Governor and three 

members of the House of Representatives appointed by the Speaker of the House of 

Representatives.  Article 5 of S.B. 3 is provided in Appendix L. 

  

On September 28, 2007, Speaker of the House of Representatives Tom Craddick 

appointed Representatives Brandon Creighton, Dan Gattis, and Will Hartnett to the Joint 

Committee.  On December 3, 2007, Lieutenant Governor David Dewhurst appointed 

Senators Duncan, Kevin Eltife, and Juan "Chuy" Hinojosa to the Joint Committee.  On 

February 20, 2008, Speaker Craddick appointed to the Joint Committee Representative 

Mike "Tuffy" Hamilton, Chairman of the House Committee on Natural Resources, 

which, by statutory direction, also made him Co-Chair of the Joint Committee.  During 

the 80th Interim, the Joint Committee held three hearings. 

 

INTERIM EFFORTS/ISSUE STATUS 

MAY 14, 2008, JOINT COMMITTEE HEARING 

The first hearing of the Joint Committee was held in Dallas, Texas, on May 14, 2008.  A 

copy of the May agenda is provided in Appendix M.  With respect to the State Water 

Plan, the goal of the first hearing was to review funding needs included in the plan, 



 

 8 

review the portion of state assistance required for various projects, and to hear from 

stakeholders about their specific projects and mechanisms for funding implementation of 

those projects.  At the hearing, Executive Administrator of TWDB Kevin Ward discussed 

the cost of implementing the water management strategies listed in the 2007 State Water 

Plan.  The portion of Ward's testimony related to the cost of the State Water Plan is 

included in Appendix N.  Testimony received from various stakeholders may be obtained 

through the Senate Committee on Natural Resources or by reviewing archives of hearing 

proceedings online at:  http://www.senate.state.tx.us/75r/senate/CmArch.htm. 

 

The Joint Committee also received testimony from TWDB and TCEQ regarding their 

water programs, sources of funding for those programs, and additional funding needs for 

the programs.  Copies of testimony provided by the Executive Administrator of TWDB 

and the Executive Director of TCEQ regarding their water programs and respective 

funding needs are included in Appendix O. 

  

JULY 9, 2008, JOINT COMMITTEE HEARING  

The second hearing of the Joint Committee was held in The Woodlands, Texas, on July 9, 

2008.  The agenda for the July hearing is available in Appendix P.  The goal of the 

second hearing was to review various revenue options that could be employed to fund the 

State Water Plan.  Testimony regarding the benefits and challenges associated with using 

public/private partnerships to implement water infrastructure projects was also provided.  

Written testimony about public/private partnerships that was submitted to the Joint 

Committee is included in Appendix Q. 
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During the July hearing, Mr. Ward provided testimony highlighting a fiscal analysis of 

various funding options and a review of entities that would be impacted by each source of 

revenue.  Highlights of Ward's testimony are included in Appendix R.   

 

OCTOBER 21, 2008, JOINT COMMITTEE HEARING 

The final interim hearing of the Joint Committee was held in Austin, Texas, on October 

21, 2008.  The agenda for the October hearing is provided in Appendix S.   The goal of 

this hearing was to receive comments from stakeholders regarding five funding options 

included in a comprehensive TWDB report entitled Potential Revenue Sources for 

Funding Texas Water Programs, dated September 9, 2008.  This report can be found in 

Appendix T.  The five funding options that were addressed during the hearing include 

sales tax on retail sales of utility water and sewer, a water conservation and development 

fee, a water rights fee, a tap fee on public water supply connections, and  the collection of 

sales tax on bottled water sales.  A summary of the five funding options that were 

discussed at the hearing can be found in Appendix U.   

 

The Joint Committee also received testimony from TWDB and TCEQ regarding future 

funding needs of the two agencies for state water programs.  Information about 

exceptional item requests related to water programs submitted by TWDB and TCEQ to 

the 81st Legislature is included in Appendix V. 
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CONCLUSIONS 

The establishment of a permanent funding source for full implementation of the State 

Water Plan is a necessary step in the state's efforts to prevent severe water shortfalls in 

the years ahead.  Projected water infrastructure funding needs cannot be met solely 

through current levels of funding.   

 

To determine the amount of funding needed to implement water infrastructure projects, 

the results of the infrastructure finance survey conducted by TWDB must be as accurate 

as possible.  To achieve the highest level of accuracy, the Texas Legislature should assist 

TWDB in improving the response rate to the measure.  Awarding financial assistance to 

entities that do not respond to the survey is a decision that should be carefully considered. 

 

The 81st Legislature should utilize the information provided by the Joint Committee to 

determine the best method of establishing a permanent funding source for the State Water 

Plan.  A source of permanent funding could be established through a proposed option 

included in the TWDB report, a combination of proposed options, or an alternative 

option.  When examining water project financing options, lawmakers must consider 

which methods will result in the lowest cost to taxpayers.14   

 

Establishing a dedicated source of funding for the State Water Plan ranks among the top 

obligations facing the Texas Legislature.  An affordable, abundant, clean supply of water 

is fundamental to every aspect of future growth in this great state.  Ensuring an adequate 
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water supply for future generations of Texans is not merely a quality of life issue; it is an 

existence of life issue that must be achieved. 
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